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Introduction 


Community Service has particularly concerned itself with 
the social costs of national economic policy--of the 
characteristic capizslistc economy-->eczuse of the im- 
mense impact it: 1ad on the small community throughk- 
out the world. 5s besn making the coint that the im- 
Bake tide of human | sopulation inco the large cides is 
a larga extent caused by che same characteristics of 

sy economy thar cause unemployment and inzlarion, and 
that the social coscs of over- large city living are vec 
more severe then the social costs of unemployment. 
Since past issues of Communicv Comments have dealr 
30 extensively with =mis 2spect Of (nme Droblem, we are 

evoting most of this issue to other aspects of the social 
costs of traditional economic policy. Burt to keep things 
in perspective we reprinc here a brief stacemenr from an 
earlier issue dealing with the historical economic cause 
and character of small community eclipse. 





Because thera is ceveloping 2 verse tide of human popu- 
lation our or the larze cities into rural areas in some of 


the more “marure” eccromic sociedes, hae eh and 
demographers ar2 coming to conceive of this as some 

kind of historical law, thar an ‘immature” economy has 
ics population move into che large cities and a “mature” 


one has a raverse trend. Thev do not have adequare in- 
sight into the economic forces that created unemployment 
and this historic cisplacement oz people into the large 
cities in che first place, or the p rogres ssive deterioration 
of human living in the large cities that sventually impels 
those who can co Z2f our, or the industries to leave which 
find human labor 2nd circumstances there unprofizable. 


Over the past nine 2dminiscrarions of che nation, cover- 
ing thirty-six vears, Community Services among others 
has periodically given warning of this underlying econo- 
mic defect that must be corrected if: seo ied critical pro- 
blems of society ara to be afieccively deaic with. [n 1940 
Arthur E, and Griscom Morgan wrote “the article Get 
Capital Off Relief chat is condensed in this issue of _ 
ommunity Comments, Ac the beginning of the Kennedy 
administration an article "The Economics of Non- ica 
tionary Full Employmenc”, and ac the beginning of the 
Nixon adminiscration The Communirv’s Need for an 


Economy, wer2 both published in Communitv Comments. 
eats | . - . —_—_—_—X—«—«<___a 
this subjecct is of such currant importance that ir is 
appropriate to bring it up-co-dare to the challenge facing 
this era of the nation--and of the community movement. 


The World’s Economic Plight & Community Responsibility 


The innermost realities of life are integrally associated 
with outward and marsrial affairs. Human brotherhood 
Must take such forms as sharing focd with one's starving 
neighbor. So iris in the economic order, which is at 
heart an order of culture and spirit, Abraham Lincoln 
expressed this pe 


There is one point...co which [ ask 2 brief attention. 
[It is the effort to place capital on an equal foocing with, 
if noc above, labor, in the structure of government. 

Ic is assumed thac labor is available only in connection 
with capiral; that nobody labors unless somebody else, 
owning capical, somehow by the use of it induces him 
to labor... 


Now, there is no such relation dstween capiral and 
labor as assumed... 


Labor is prior to, and independsnce of, capital. Capi- 
tal is only the fruit of labor, and could noc have existed 
if labor had not first existed. Labor is the superior 
of capital, and deserves much the higher considera- 
tion.” . 

Continuously and increasingly since the tims of Lincoln, 
our market economy has been discorced by an unrecog- 
nized peculiarity that drastically violates the principle 
Lincoln asserted. The resuli is to give capical a domi- 
nating role in the economy that viriates much thar is best 
in life. The consequence is 2 wide range of social and 
personal tragedy: unemployment, inflation, insanicy, 
extremes of wealth and ooverty, crimes, the population 


reception in his 1861 address to Congress: 


explosion, a major cause of international contlicr, and 
degradation in the character or life and education. 


One of the most dangerous myths is che idea thar capiral- 
ism is synonymous with free enterprise, A Webster's 
dictionary defines capitalism as “an sconomic system in 
which capical and Siang play the principal part”. In 
Abraham Lincoln's terms, this means chat under capiral- 
ism labor is subordinate co capital. John Ruskin in nis 


Unto This Last defined the essential condition of capiral - 


ism: “the art of becoming ‘rich’, in the common sense, 
is noc absolutely nor finally the arr of accumulacing much 
money for ourselves, but also of conctriving that our 
neighbors shall have less. Im absolute terms, itis ‘the 
art or establishing the maximum inequality in cur own 
faver!""2 Chronic unem ployment is a necessary con- 
dition of capitalism. Ruskin exalained that “what is 
really desired, under the name of ricnes, is, 2ssential- 
ly, power of men”. Where there is ample alternative 
employment, much of that power vanishes. [ct is not 2 
trae enterprise economy thar increasingly limits iree- 
dom in enterprise and gives power over employment :o 
the more powertul capitalists. Inadequate smplowment 








1. Abraham 1 Lincoln, 1961 Annual Message co Con- 
gress, in The Writings of Abraham Lincoln, 
Modern Library, New York 19240, Dp. 08: 





2% John Ruskin, Unto This Lasx 
Firse Princioles of Political 
Allen, Loncen 1905, p. 49. 





Tour Essays on the 
conomy, 
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George 


for labor also means inadequate market for enterprise. trations for the past forty-four vears, The economist 





The great economist Maynard Xeynes emphasized this in William Janeway wrote in the Specraror regarding the 
writing: beginning of che Nixon administration: “Whar is true of 
American society ac large is true of the American econo- 
lf effective demand is deficient nor onlv is the public my as well: tne orerequisite for stabilitv has become 
scandal of wasted resources intolerable, bur the in- radical chang=”. By ‘radical’ hera the meaning is co go 
dividual enterpriser who seeks to bring these re- to the roots of the condition rather chan sealing with 
sources into action is operating with the odds loaded superficial ie2cures. Janeway asserted: “The American 
against him. The game of hazard which he plays is economy is simplv too big and too complex to be fine 
furnished with many zeroes, so thar the plavers asa tuned by either of the policy meat axes, fiscal or 
whole will lose if they have che energy and hope to monerary,.. As matters stand, price stabilicy in 
deal all the cards, But if eftective demand is adequate America means an intolerable level of unemploymert-- 
average skill anc average good fortune will be enough. 3 Derhaps as much as 60r7 pdercant (which means well 
over 10 percent in the zheczo), An average unemploy- 
Under the monetary system that yields capitalism the ment below + percent means an intolerable level of in- 
cards have been stacked, as Keynes shows, against all flation at home and accelerated loss of competitiveness 
but the capitalis:, and so the small enterpriser, the abroad,” 


small community and the laborer have lost their shirts ; 
and the techn ologies that went with small holdings. Huge Each of President Carter's programs to cope with these 


aggregations of capical can buy up the small, and huge problems carries over the same pattern of inadequate 
capital holdings find it easier co use large technology and analysis as has cursed other adminiscrations. For ex- 
economic organizations, however inefficient they may ample, the endeavor to increase the consumer's buying 
witimately be. power through tax rebates and public works is at the 
expense Of further unbalancing the budger. Nixon's 
We shall now show how capitalism with its artificial Secretary of Treasury Wi lliam Simon ‘poinced out that the 
scarcity and unemployment came to dominate a market American government, to raise tunds for such unbalanced 
2conomy, And we shall show chat we can have, as some budgets borrows the very funds that are needed io finance 
civilizations have had, free enterprise monetary market private industry, Mr. Simon and most economists fail 
economies that were not capitalist, were free from in- to recognize that those funds needed for investment in 
flarion, unemployment, and artificial scarcity. These private industry the financier will not invest in it even if 
economies enfranchised the role of labor as Abraham the federal government does noc borrow them, because 
Lincoln asserted labor should be enfranchised. the economy cannot pay the inrerest capital asks. This 
leads to a-result that Adam Smich pointed our as historic 
All of the capitalist nations have, with temporary excep- for civilizations over the millennia: ‘When by taxes upon 
tions, unemployment and inflation, Capitalist econo- the necessaries and conviences of life, the owners and 
mists have made graphic the relationship becween the employers of capital... find that whatever revenue they 
two in the “Phillips Curve”, 2 graph showing that derive from it will not, in a particular country, purchase 


the same quantity of commodities which an equal income 


progressively as the economy approaches full employ- 
ment inflation increases, wiping out the buying power of 








wages, and as inflation goes down so unemployment goes 3. Maynard Keynes, General Theorv of Emplovment, 
up. Thus freedom from both is impossible under capi- Interest and Money, Harcourt, Brace and Co. 
talism. It was with this condition in mind thac Maynard 1935, p. 380. 
Keynes wrote: 
4. [bid 
The authoritarian state systems today seem to solve 
the problem of unemployment at the expense of 3. William Janeway, “America, Same Old Mess”, 
aificiency and freedom. It is certain that the world Spectator November 15, 1968. 
will not much longer tolerace the unemployment which Twenty years earlier, in an essay ‘The Limitations of 
apart from brief intervals of excitement, is associated, Keynesian Economics”, a Columbia University economisr, 
and in my opinion inevitably associated--with present William Vickrey, wrote: “under our present economic 
day capitalistic individualism, But it may be possible institutions there is a limit below which the interes< rate 
by a right analysis of the problem to cure the disease cannot be driven by’monetary measures: this limic may 
whilst preserving efficiency and freedom. + not be low enough to permit investment to be stimulated 


to the level needed to produce full employment...the 
amount of cash issued might well be so great as to be 2 
serious threar to the stability of the economy: if an up- 


THE ISSUES CONFRONTING THE CARTER turn were eventually induced, it might easily become an 
ADMINISTRATION unmanageable boom... Budgetary policy alone may in 

the present situation be relatively ineffective against in- 
Like President Roosevelt, Jimmy Carter campaigned on flationary pressures, Or if itis effective, it may be 
the important issue of the needs and rights of the com- adequate only when carried to such lengths as to have 
mon people, particularly the need for adequate emplov- very serious repercussions,” (From Social Research, 
ment levels without rising inflation, Yet the situation December 1948, Vol. 15, No. 4. New school for Social 
today is almosz identical io that facing earlier adminis - Research, New York City.) 
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would in...another, they will be disposed to remove to 
the other... The industry of the country will necessarily 
fall with the removal of the capizal which supported it.” 


The unbalanced budgets of narion, states and cities have 
been mounting, and with them the interest burden that 
means increasing income to those same financiers that 
already find inadequate investment for their interest in- 
come. Within the ten years including the Vietnam War, 
the interest burden of the national government doubled in 
proportion to the cost of living, to become the third 
largest irem in the national budget. / 


The ever increasing income of the financiers at the ex- 
pense of society makes impossible essential programs 
for mankind’s future, The problem of energy policy for 
the nation is integrally associated with this economic 
issue. We should be paving many times as much for 
petroleum products as we are now paying, while using a 
small fraction as much. We should be investing heavily 
in new well-insulated housing for the common people. 
We should be rebuilding the small communities of the 
nation. But the common people receive too little income 
tO pay for their housing, for higher cost gasoline and for 
the basic necessities of life. 


Too large a proportion of the national income goes in in- 
terest, rent and dividends to the wealthy--in other words 
to "capital'’, How-is the nation that has pioneered in 
human freedom going to change the distribution of income 
without totalitarian measures that destroy the so-pre- 
cious freedoms? The labor parties in England, Germany 


and in Israel have not found the answer to these questions. 


The problem is not solved by E.F. Schumacher’s laud- 
able effort to depict "Small as Beautiful’ and to resusci- 
tate intermediate technology. The older highly qualified 
intermediate technologies were killed by the great con- 
centrations in capital and control over markets that re- 
sult from the economic forces that have prevailed. 


HISTORICAL BACKGROUND OF THE ECONOMY 


Throughout most of human history and prehistory the 
small community successfully played a key role in hu- 
man life, defending, educating, transmitting the cultural 
heritage, controlling and distributing the limited area of 
land and resources within its boundaries and maintaining 
morale and economy in terms of larger values than those 
of just the isolated individual. There was no intrinsic 
conflict, but rather an ecological harmony was achieved, 
between the life of the community, that of the individual, 
and that of the larger world beyond the community. In- 
stabilities existed and wars were fought, bur the stabili- 
ty of the small community persisted. The crucial factor 
that over the world caused the breakdown of the local 
community and its economy was analyzed by John Collier 
in the Newsletter of the Institute of Ethnic Affairs: (Nov. 
1948) 


*This is taken from The Community's Need for an 
Economy, Section IV, Community Comments, Vol. XX, 
Numb2rs 1-2, March 1969, 


A world-wide, urgent problem is that of the rural 
local community--the village community--in the 
modern world. 


Can it become once more, what it was for aeons, the 
richly flourishing home of irs members? Can it thus 
become, while also uniting irs members with the 
nation and the world? The future of India, of Indo- 
nesia, of Africa, of the Andean Highlands and Mexico, 
and of many other regions, is bound up with the 
answer to this Question. Research, experiment, and 
cautious yet intense social enterprise, are called for 
by the question. Tragically little of these are being 
supplied. 


Dutch administrators and scholars have thought iong 
and deeply upon this question. Thev generally assume, 
or conclude, that when money economy enters the 
village community, the genius of the community 

starts t0 die. The complexly organic unity falls 
apart, intra-village rivalry takes the place of mutual 
aid, social value perishes. But the scholars acknow- 





6. Adam Smith, The Wealth of Nations 


7. Time magazine of May 3, 1972 printed an article 


by George Church stating that "Interest on the debi-- 
currently 12 billion a year for the federal govern- 
ment--devours tax dollars that are urgently needed 
for other purposes. ‘Debt service is now the third 
highest public expense, exceeded only by spending 
for defense and education; most of the money goes 
to banks, which are the major buvers of bonds that 
government at all levels sell to cover their deficits. 
Morever, debt functions 2s a wrong-way income 
distribution device, channeling tax money that is 
paid in large part by the poor and the middle class 
into the pockets of wealthy holders of trust accounts 
or stock in banks.” In addition to this burden of 
public dei, private debt has snowballed far more 
rapidly. Harry 8 Ellis in the November 17, 1972 
Christian Science Monitor reported ior the pre- 
vious 25 vears a 25 fold increase in private debt to 
140 billion dollars, The gross national product had 
increased only five times. 


U.S. News and World Report on June 6, 1975 re- 
ported that tederal expenses per capita had in- 
creased in ten vears from $610 to $1,510, far 
outstripping the 69% jump in prices. Interest on 
the federal debt during that time had increased by 
175% to $146 per person. Two vears earlier the 
same periodical warned that governmeni “moves to 
boost economic activity have had limited success 
so far. Record deficits are being run up, chiefly 
to channel massive sums to people with low incomes. 
The public has respondec with caution, however; 
spending has not risen sharply and savings remain 
unusually high.” 


ledge that very little of wisely planned and sustained 
experimentation has vert b2en carried our. 


It is nor necessary co conclude from this analvsis that 2 
money economy must or always had such a degenerative 
efiecr on che community. Most human societies have had 
some form of monev and market. 


The typical capitalist economy displaced the integrity of 
che local economy larzelv because of a little recognized 
characteristic of our particular monetary system--thac 
our monev is designed to serve both as 2 medium of sx- 
change and as a score of wealth. In consequence such 2 
monev is characterized by what Maynard Keynes called 
“Liguidity preference”; it becomes scarce because it can 
be a store of wealth out of circulation rather than only a 
medium of exchange. Our high interest rates are re- 
quired to persuade psople to lend such a money. As_ 
economist Dudley Dillard has pointed our, 





such a money in its role as a store of wealth stands 
as a barrier to full producgion, that is, unemoplov- 


Bur there have been affective monetary systems that had 
fundamentally different characteristics and effects vield- 
ing full employmenc without depression and inflation 
cycles, Such economies have existed for hundreds of 
years with widespread economic well-being. They were 
not capitalist, because they were noc dominated by the 
role of capital. The pre-Columbian central American 
economy was such an aconomy, highly developed and 
more sophisticated than the European economy of the 
same era. And we know how it was able to work without 
inflation and unemployment. Its money was based on the 
cocoa bean, and not on the characteristics of gold. 





ts 


Capitalism rose when gold or merchandise certificates 
for a certain amount of gold came to be used as money. 
Those certificates then carried the characteristics of 
gold, of being hoardable without loss. But certificates 
for a certain number of bags of cocoa beans had to carry 
witn them the depreciation and storage costs for the 
D2ans, and this is what drastically changed the character- 
istics of the economy. 


If owners of money have to pay storage costs they cannot 
then charge high interest for money, for thev are under 
compelling necessity to trade or invest lest their assets 
shrink excessively, just as the farmer and laborer can- 
noc hold their resources off the market for long without 
loss. Ons of the Spaniards who cam2 to Central America 
with Cortez expressed it as follows: "Oh Blessed money 
which not only gives to the human race a useful and de- 
lightful drink, but also prevents its possessors from 
yielding to infernal avarice, for it cannot ba piled up, or 
hoarded for a long time’.” Thus this Central American 
economy could have free enterprise, a widely used 
money, freedom trom inflarion and full employment. 


In Medieval Europe the same effect was achieved through 
a system of having currency periodically lose some of 
its face value. This system prevailed for more than two 
hundred years in Europe during the period of the guilds 
and Gothic archirecture. It was a time of rapid techno- 


the 





logical advance, commercial prosperity, full employ- 
ment and of prosperous small cities predominantly less 
than sight thousand in population. 


Brooks Adams wrote thar this “was an iprerval of almost 
unparalleled commercial prosperitv’.** Julian Borchardt, 
in his The People’s Marx wrote: “fe is a matter of 
general agreement that the (economic) crisis constitutes 

a grave disturbance of equilibrium between producrion 

and consumption... The quescion rises: was this always 
the case? or was there a time in which no such dis- 
turbance occurred--nay, may even have been impossible? 
I know nothing of anv commercial crises during the Middle 
Ages...of serious ruptures of the equilibrium between 
consumption and production. 


The distinctive feature of the monetary system during 
this crucial period of European history was the widely 
used "seigniorage” tax on money, making ic infeasible to 
use money as 2 store of wealth. ¢.fter this tax was dis- 
continued, economic depression and unemployment ser 
in over Europe, and the ensuing misery led to the 
peasants’ rebellion in Germany, widespread breakdown 
of the traditional small communities and the displace- 
ment of rural people to large cities. 


The Central American and medieval European monetary 
systems had an effect equivalent co inflation in forcing 
capitalists to go ahead and spend or lend their sums 
of money that were unused awaiting a higher rate or in- 
terest t0 be lent. Yer it did not impair the people’s buy- 
ing power, for it did noc cause inflation in price levels or 
loss in buying power or wages and fixed incomes. The 
effect of this currency shrinkage was a drastic reduction 
ot interest rates, and hence of the income of capital. 


This period in Europe suffered severely from the abuse 
of private ownership of land imposed by the feudal 
nobility except among the communes and the “free cities". 
For land and money are twin fundamentals of life in any 
but the most primitive or totalitarian economic orders. 
The great relief from land scarcity and exploitation by 
the nobility from the Black Death has keen 
widely recognized, for ir reduced the population of Europe 
to less than half. Buc the important role of the seignior- 
age tax has only recently been discovered as an important 
feature of the economic wellbeing of that era. 





8. Dudley Dillard, "The Theory of Monetary Economy” 
in Post Keynesian Economics, edited by Kurahara, 


Rutgers University Press, 1951, p. 12. 


9. Petrus Martyr, quoted by Don Taxay in Money of 
the American Indians and other primitive currencies 
of the Americas. Nummus Press, Box 1058,Flush- 
ing, New York, 1970, p. 47. 


10. Dr. Hugo Fack, The Miracle of the Gothic, Hunting- 
ton Park, California, I¥43. 


ll. Brooks Adams, The Law of Civilization and Decay, 
New York, Vintage Press, p. 138. 





The Stimulus of Inflation without the Harm: Inverse 


Relationships 


In terms of current economic thinking, the ‘Phillips 
Curve™ shows the rise in unemployment as inflation de- 


clines and inversely the rise in employment with increas- 


ing inflation. 


Since we have increased employment as inflation rises, 
the valuable effect of inflation can be kept while main- 
taining stable price levels by giving to the currency a 
declining value in terms of a constant value of the dollar. 
This may sound like a contradiction. But ic is not. Con- 
ceive of the currency as equivalent to a bushel of apples. 
The apples depreciate, the bushel remains a constant 
measure. Making a similar distinction in our monetary 
system is thus a means of dealing with this central pro- 
blem of our economic society. 


The economic program of a depreciating currency with- 
out inflation has been advocated by many economists, 
such as Silvio Gesell of Germany, Appa Patwardhen of 
India, and Arthur Dahlberg and William Vickrey of 
Columbia University. Dudley Dillard. who was head of 
the economics department of the University of Maryland, 
wrote in an essay on the subject, “It should be observed 
that there exists, so far as this author is aware, no 

_ satisfactory refuration of these proposals” 


THE COMMUNITY'S RESPONSIBILITY 


President Carter's promise to deal effectively with un- 
employment and inflation was highest in prioriry in his 
presidential campaign, But educated people concerned 
with human welfare have not adequately considered al- 
ternative courses of action, as they did in the anti- 
slavery, peace and labor movements. Consequently the 
public is not prepared for the needed action. Maynard 
Keynes put the problem succinctly in writing, "The ideas 
of economists and philosophers, both when they are 
right and when they are wrong, are more powerful than 
is commonly understood, Indeed the world is ruled by 
little else”. 


The economic proposals we have outlined for attaining 
full employment without inflation have been with us for 
manv decades. The principal objections to them have 
not been that they are economically or technically un- 
sound or unworkable, bur that they are politically un- 
realistic, so they have not been given a wide hearing. 


The United States as a nation is too large to be able to 
pioneer the necessary deepseated change in its economy. 
The conflicts of interest, lack of awareness of issuss, 
and unpreparedness to think them through and act on 
them are too great an obstacle to make such a change in 
policy a realistic alternative to the present "same old 
mess", as economist William Janeway termed it. Most 
established communities are too much stuck in a rut of 
old procedures. This is the kind of pioneering that only 
a few local communities might undertake if they can 
think large enough to conceive of the wider implications 
of action. 


(e) 


Just as the Society of Friends following John Woolman’'s 
leadership initiated the anti-slavery movement and 
abolished slavery in its midst, to be followed by stares 
and nations, so today there is the necessity for small 
scale pioneering of this great cause. Communal owner- 
ship and operation of economic affairs with the elimina- 
tion of money within the communal society is an escapist 
response to the wider need of mankind, If the larger 
sOciety is not to be a bureaucratic roralitarian one, the 
money market economy is required. It is time the com- 
munity movement rose to the challenge to pioneer on a 
small scale in economic forms that are relevant to the 
national and world order. 


Techniques for establishing a shrinking currency ona 
national scale are very simple, some of them described 
elsewhere in this Communitv Comments.* The face 
value of the dollar can b2 secured to the cost of living if 
it is hacked by strategic reserves of many goods: grain, 
oil, metals, other foods, and so on, that would b> needed 
in time of national emergency. The cost of storage of 
such reserves would b2 paid jor by the shrinkage in value 
of the currency. In view of the great over-supply of 
currency now hoarded out of circulation, only that amount 
of currency needed in circulation would b> subject: to 
shrinkage, the rest left to be hoarded out of circulation-- 
like non-interest bzaring public bonds. 


Most of the nation’s money exchange is now in the form 
of bank transactions rather than the physical transfer of 
currency. But the nation’s currency and bank reserves 
of currency set the value, the character and the under- 
standing of the money system. Bank money could most 
easily be accommodated to the change we are suggesting, 
Arthur Dahlberg believes that it could be the focus of 

the shrinking currency money system. Others, with the 
author, believe that the currency system itself should 
largely set the pattern of the bank money svstem with the 
government only guaranteeing bank deposits subject to 
shrinkage on the new plan. 


*Community Policy and Initiative, vate Two, Community 
Comments, Volume XX, Numbers 1-2, January-March _ 
197 


12. Dudley Dillard, on cit 
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Money Must Circulate 


Money is the life-blood of present day socierv. Just as 
in the human body a reasonably high blood pressure is 
required to keep blood circulating, so 2 reasonably 
strong pressure is required 10 keep money circulating 
throughout the economic system. [It is inevitable that 
where there is nd pressure, there money will tend co 
accumulate, 


Our Federal Reserve statistics zive us positive evidence 
that money is accumulating in banks faster than ir flows 
out Of them. There are now icur billions of dollars in 
excess Of working reserves resting in American banks, 
which, if in active circulation, could represent financial 
transactions of many times thar amount in the course of 
ayvear. If that money could be made to circulate out of 
the banks into trade and noc accumulate in them, the pre- 
vailing depression and unsmployment would be largely 
ended. * 


Labor must work lest it starve, agriculture and industry 
must produce and trade in order cto pav fixed costs, but 
uninvested capital (the unspenc income of individuals and 
corporations) can rest idle unril ic gets the wages” it 
asks. Why noc make capital also work lest it “starve? 
(lose value when held out of use, 


The prevailing assumpcion is that uninvesced capital 
should be coaxed into investment by the attraction of 
high interest rates. This paper proposes thar sanctions 
be provided that will result in idle capiral’s being spent 
or invested in private industry, even as labor is com- 
pelled to seek work by the sanction of hunger, and as 
agriculture is forced out of its historic self-sufficiency 
by the sanction on caxation. 


Never before in the history of the world has money been 
the key to th livelihood of all men. Before the Civil 
War in our country a large par: of the population was 
producing at home most of what each family needed. The 
majority of the population on che farms used monz2y 
chiefly to buy salt, iron and corton, Trading or barter 
was with them the rule rather than the exception. For 
money, staples like sorghum were a medium of exchange, 
Ir was inetficient and cumbersoma, but at least there 

was no artificial scarcity--plenty of food and goods with 
inadequate buying power with which ro exchange them, 
The Civil War changed all this. The government debt 
accumulated to pav for the Civil War had to be paid in 
national currency levied from a farming population. To 
obcain money with which to pev his taxes the farmer had 
to trade his produce for money, and he became part of 
the nacional monetary economy with both its benefits and 
irs curses, 


Today the farmer's wife, instead of manufacturing cloth 
and clothes, buys her family’s clothes from the mail 
order house, The farmer, instead of supplying his horse 
with fuel off his own land, now buys gasoline for his 
tractor. Specialization in production has irrevocably 
revolutionized the world, yet money, the means of ex- 
change, is used as though we were still back in the mid- 
dle ages; the putting away of monzy out of circulation is 


still taken for granted. 


If the rain fails to replenish our land with water, our 
agriculture will perish. The same is true of our econo- 
mic system. If more money leaves our economic svstem 
than goes into it, ir will perish. Money does leave ir. in 
effect, when those people who receive large incomes fail 
to invest or spend them. It helps bur little for the govern- 
ment co issue Or print more money, for that too accumu- 
lates and goes out of circulation. When too much accu- 
mulates out of circulation there is danger of runaway 
inflation. The New Deal policy of having the government 
borrow from the accumulations of dollars, spending the 
borrowed money for public works, “priming the pump”, 
is only placing the government in greater debt and is nor 
bringing permanent recovery. 


Since 1933 government borrowing and spending of sur- 
plus income of the wealthy has been the most important 
cause of renewed economic activity. In 1929, new 
security issues which are the major source of investment 
of surplus wealth, were 85% private and 15% public, 
totalling 9.4 billions, In 1934 they were 97% public and 
3% private, totalling 6.2 billions. The result of this 
artificial recovery is very different from the economist’s 
theoretical recovery. It is as though the country again 
had zone to war. Just as the end of war brings depres- 
sion, so also the stoppage of public borrowing and spend- 
ing of money has resulted in renewed depression. Thus 
in che latter halt of 1937 and the first half of 1938 the 
government ceased to so greatly increase the national 
debt; the ensuing business recession was caused by this 
temporary stopping of “pump priming”. 


The income of the mass of producers--workers, farmers, 
enterprise--is not great enough to enable them to buy 
what they produce, while property income of the wealthy, 
in interest, rent, and profits, is too great for them to 
consume Or to continuously invesc in factories or other 
plants to produce yet more consumers goods for which 
there is inadequate market. The larger the income of 
the wealthy minority, the less is their compulsion to 

risk its investment at such interest rates as prevailing 
business can Offer, 


In dealing with our economy we must be good engineers. 
We must devise methods of taking advantage of auto- 
matic economic forces, and must control them ingeni- 
ously and cleverly, even as an engineer uses materials 





“This was written in 1940, In 1977 one iirm alone, the 
IBM Corporation, reported unused bank reserves of six 
billion dollars. This wealth had flowed into the Corpora- 
tion and was noc distributed as dividends to stockholders 
or invested in productive use. The information only be- 
came public when the Corporation decided to use some of 
these reserves to buy out better rhan a billion dollars 
worth of stock from its stockholders. This was the sub- 
ject of Nicholas Von Hoffman's Sunday, March 22, 1977 
column, under the title "IBM’s Tidv Hoard of S6 Billion 
Acts as Drag on Economy” as printed in The Dayton 
Daily News. 








in accord with the laws of mechanics to create devices 
that are well fitted to their use, and are simple and easy 
tO operate. He takes full advantage of all forces and 
tendencies, but supplements them with such controls as 
are necessary. 


In America and in Europe we have had enough experience 
tO prove that a laissez-faire econocny of merely allow- 
ing wealth to flow without any “economic engineering” or 
contro] is fatal, That policy allows wealth to accumulate 
unused, and to turn traitar to its mother country by 
building in other countries industries which will displace 
the industry which gave birth to that wealth. On the other 
hand we have had in Russia and Italy the example of the 
inefficiency of totalitarian countries in which the attempt 
to manage the flow of wealth without the advantage of 
automatic economic forces has led to inefficiency, and to 
the loss of civil liberties. 


Insofar as capitalism works efficiently, it works because 
the open market maintains a constant automatic equili- 
brium between the incomes of all the factors in the eco- 
nomy--labor, industry, agriculture, and capital. When 
pencils b2come scarce it takes no governmental decree 
to see that pencil production increases, for the increase 
in the price of pencils automatically attracts capital and 
enterprise to the pencil business. When the free enter- 
prise economy ceases to work, it is the recovery of a 
sound equilibrium b2tween the factors of the economy 
that we should seek; we should not start ruling the in- 
tricacies of the economy by decree. The economic 
equilibrium is now upset in favor of capital, and against 
industry, agriculture, and labor, 


Capital is now receiving too large an income, and too 
much uninvested capital is the result. The only alrerna- 
tive to impelling the investment of surplus income by the 
wealthy, is for the government to take over the wealth 
and function of capital, which in turn would give it con- 
trol over all economic affairs. If the equilibrium of the 
market is given up in one part of our economy (as it 
would b2 by the governmental management of investment, 
or control of wages and prices), it will likewise b2 lost 
in the rest of the economy. For example,the government 
subsidies and price supports for agriculture have upser 
the auromatic working of the agricultural market. 


The saving and storing of wealth is desirable and justi- 
Tied. The nation needs supplies an2 stores of many 
metals, and these metals should b2 available for use in 
time of adversity or of rapid industrial expansion, Stores 
of food and many commodities are needed against times 
of economic reverse. The storing up of other kinds of 
wealth than money dogs not cause depression, but instead 
gives employment in the production of the wealth that is 
to be stored away at considerable storage cost. But the 
storing awey Of money takes from the nation its means of 
circulating wealth. 


It is believed by som? of our foremost economists that 
the lack of a normal domestic market for American in- 
dustry and agriculture is primarily the result of an un- 
balanced distribution of income. Harold Moulton, pre- 
sident of the Brookings Institute of Economics, writes: 
“The basic defect of our economic system...is to be 


s 


found in the wav in which we conduct the distribution of 
incom2”. An unbalanced distribution of income causes 
epression and unemployment, bscause if the wealthy 
fail to spend their large incomes, there is not sufficient 
market in the working classes for what industry and 
agriculture can produce. But it is not only the failure of 
the wealthy to spend and to invest their income which 
causes depression and unemployment. Even if the 
national income were distributed more evenly, as the 
economists advise, many people would naturally still 
tend to spend or invest their incomes very undependably-- 
sometimes fast and sometimes with much delay--up- 
setting the nation’s circulation of wealth inflation or de- 
flation and restriction of production and employment. 


Classical economists taught chat such a maladjustment 
would b2 automatically corrected by laissez-faire econo- 
mics, According to classical economic theory, the over- 
supply of unspent income would depress interest rates, 
then the lowered rate of interest would reduce the income 
saved until savings could be fully invested. Those eco- 
nomists did nor take into consideration the tendency of 
me2n and corporations to let their money savings accumu- 
late unspent and uninvested, 


Interest rates do not fall in proportion to the oversupply 
of capital, because capital more than anv other element 
of the economic system can refrain from working, and 
so can get from such capital as is invested a relatively 
high rate of interest. It requires no conspiracy in re- 
straint of trade between capitalists to hold tax-free 
money out of use and keep interest rates high, The pre- 
vailing rate of interest is thus determined by the lack of 
incentive to invest money, as well as by the supply of 
money awaiting investment, 


Society has come to a unique place in history, to a turn- 
ing point when it must be decided that in the furure money 
will have to go to work, If the income of capitalists and 
of the middle class is so great that all the money thev 
wish to save cannot be profitably invested, their income 
is too high. Since the income of capitalists is proportion- 
ate to the interest rate on their invested capital, 2 lower- 
ing of interest rates would reduce the supply of money 
awaiting investment. 


The present policy of our government is Quite the oppo- 
site of the policy we advocate. Instead of attacking the 
economy of scarcity which finds expression in the “sit- 
down-strike’: on the part of capital, it has promoted thai 
scarcity, By borrowing to increase the national debz it 
gives capital its principal outlet to investment, relieving 
it of the necessity of going into private investmemt, and 
holding the interest rates higher than the private securi- 
ties market can justify, 


By making money depreciate without inflation we could 
achieve an automatic distribution of income, sensitively 
geared to the needs of our economy. In this way what 
Harold Moulton described as the “basic defect of our 


economy" could be rectified. 


by Arthur E, and Griscom Morgan 
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1940 
Estimating the Social Costs of National Economic 
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Health and Criminal Aggression. Vol. I, Paper 
No. 5, Achieving the Goals of the Employment Act 
of 1946, October 26, 1976 
A study prepared for the use of the Joinr Economic 
Committee, U.S. Congress, by Harvey Brenner. 


Dahlberg, Arthur O. 
How to Save Free Enterprise, Devin-Adair Co., 
LD7 
Dahlberg traces the shift from commodity money 
to checkbook money, pointing our the economic 
implications of the loss of storage costs. He pro- 
poses changes in our banking system to stimulate 
investment of Sank accounts as needed. This con- 


trasts with proposals for currency reform. 


Dahlberg, Arthur O. 
Monev in Motion, John de Graff, Inc. 1961 
This is an outstanding study of the money and bank- 
ing system with graphic representation of economic 
processes and demonstration of causes of unemploy- 
ment. Easily understood. 


Fisher, Irving. 
Stamp Scrip, Adelphi Co., New York City, 1933 
Fisher, professor of Economics at Yale, gives an 
account of local demurrage currency issues in the 
United States during the 1930's. 


Gesell, Silvio. 
The National Economic Order, Free Economy 


Publishing Co., San Antonio 1934 

Gesell was the first to conceive of how a free 
marker economic system could be liberated from 
the historic curse of domination by capiral. 


Gregg, Richard. 
The Big Idol, Navajivan Publishing House, India 
1963 
The Economics 0? Khaddar, Navajivan Publishing 
House, India 19-46 
Although an American, Richard Gregg wrote for an 
audience in the Gandhian movement of revolutionary 
- India. Gregg does not assume that the reader is 
trained in economics, a refreshing approach. 
The Big Idol discusses the nature of money, ad- 
vocating the adoption of demurrage currency. 
Gregg seems to have drawn on Rudolf Steiner's 
ideas of distinct money functions, differently de- 





fined by different people. 

The Economics of Khaddar discusses the reasons 
for economic policies advocated by Mahatma 
Gandhi in India. The ideas fit right into current 
discussion of appropriate technology and de- 
centralized economy. 


Parwardhan, Appa. 

A Plea for Shrinking Currency, Sarvodava 
Prachurlava Publisners, india i963 

Nature Forging Towards Sarvodava, Navajivan 
Puolishing House, inaia lYo, 

Appa Patwarchan did for India what Gesell did for 
Europe and Dahlberg did for the Uniced States, de- 
parting from conventional devices or economic 
policy he calls for a demurrage charge on Currency. 
In Nature Forging... Patwardhan traces the evolu- 
tion of money indicating that the trend of social 
economy is toward a shrinking currency. 








Steiner, Rudolf. 
World Economy, Rudolf Steiner Press, London, 


rded 1972, Translated bv Owen Barfield. In 
U. S., The Anthroposophic Press, Spring Valley, 
New York. 


World Economy is a self-contained introduction to 
Stemer’s economic thought. Although it requires 
no prior study of economics it is short on develop- 
ment of the ideas--hard reading. Later chapters 
in World Economy offer valuable insights to the 
student of monetary theory. 
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From Arthur Dahlberg's Capitalism's De- 
fective Medium of Exchange by permission 


of the author. 


The Market Economy under Socialism 


Translated from TEXT '71, Munich 
Reprinted from Atlas. September 1971 


(Little pockets of Czech refugees in various parts of 
Europe are all that remain of the Czechoslovakian 
government of early 1968, that was overthrown bv Soviet 
Russia. Ora Sik, chief architect of the economic reforms 
proposed in 68, when professor of economics at the 
Swiss universities of Basel and St. Gallen, pursued his 
dream of 2 ‘market economy under socialism". These 
remarks, reprinted from a Munich-based journal for 
Czech emigrés, were delivered to an audience of students 
near Munich in late June of 1971.) 


Experience in various communist countries has proved 
that planning of the sort Marx and his generation of 
economists had in mind is impracticable today because 
there are too many products being made, specialization 
of labor is too complex and market demand so change- 
able that no government is capable of telling each manu- 
facturer what and when to produce. Only large-scale 
tasks for industry can be planned, An example of the 
problems faced today is thar Czechoslovakia, even four 
years ago, produced one-and-a-half million products of 
which only some 12,000 could be guided by planned pro- 
duction. 


Another fundamental drawback is that the socialist system 
does not know how to reward economic activity in true 
proportion to the usefulness of that activity to society. 


The main trouble is chat socialism has been made a dogma 
so that orthodox Marxists have become apologists for 
their ideology and ceased to be scientists, renouncing 

the fundamental principle of Marxism that no knowledge 

is final and that the only criterion of theory is practice. 


There is never a confrontation of theory with practice 
since that would prove mos: of the postulates untenable. 

I am deeply convinced that the state-monopoly system in 
the East is incapable of further development. The pos- 
sibility that this system can maintain itself by its own 
power for several more decades is no proof of its vitality. 


The managed economy on the Eastern pattern is disap- 
pointing primarily because it :anmot meet the declared 
needs of society. Where the state can afford to, regulate 
specific programs--as in the armament industry and the 
space program--it can be successful. Bur this is nor 
possible in mass production of consumer goods where 
there will always be fluctuating supply and demand. 


Judging the fifth Czechoslovak five-year plan from this 
point of view, it is clear that, for instance, more apart- 
ment houses can only be built if there is enough capital 
and skilled labor available and if these projects do not 
conflict with foreign programs. The fundamental ques- 
tion which is not answered is where existing resources 
can best be used, for international trade or to satisfy 
needs at home. 


How can the results of the so-called “complex socialist 


rationalization” be measured when all prices are artifi- 
cally determined and more or less fictitious, and when 
more often than not che “rationalization” benefits sup2r- 
fluous production which is only minimally useful to 
society? 


The market economy appears to me ro be an indispensable 
way of regulating economic systems. Flexible prices, 
competition among manufacturers 2nd in the market place 
and a well-planned economy backed by a purposeful state 
financial policy are the preconditions of harmonious 
development. 


I see a difference between socialism and communism. I 
am a socialist and because the only communist system I 
have seen in operation has discredited the idea of econo- 
mic socialism for most people in the West, | must reject 
it. Socialism can win only if its achievements are at- 
tractive enough :o convince others of its value and not 
through force, as the Soviets believe... 


by Ota Sik 


Why Wait for Washington? 


Our economy serves the functional level of human re- 
lations, Through the exchanges that vou participate in, 
you are an active part of various economic communities. 
There is no escape from the world and nacional econo- 
mies. Yet, on the other hand, there is no subsrituie for 
individual awareness of economics and for local action, 
Each initiative center, be it individual people, business 
organizations, or different levels of government, will re- 
flect and respond to the actions of others. Choosing not 
to take responsibility for our part is a decision to turn 
over to the government our share in many people's lives, 
Leaving the management of the economy to national 
governments is surrendering this vital part of our lives 
to centralized authority, a demand thar central govern- 
ment even at its best can only partially fulfill, Do we 
want to say, "We will not try to cooperate with each other, 
but want to be cogs in a vast economic machine’? Our 
actions are the answer, 


Each exchange of goods and services is an opportunity to 
use our eyes and imagination in trying to see what part 
our activity plays in the different levels of our economy, 
How does money come to us? Where does it go? What 
sorts of exchange or passing on of goods and services 
takes place without money? Do we use a bank for checks? 
Savings? How does the bank use the money? Although 

we will probably never feel that we have figured it all 

out, becoming a conscious participant is a big step to- 
wards effectiveness in change, 


Each exchange or gift is an opportunity for decision. We 
can choose which siores to patronize, to buy local pro- 
ducts or products from further away, We have the option 
not to buy irems from South Africa or from companies 
that promote militarv spending, Consumer boycotts are 
good examples of the power of choice, Try to imagine 
the possible economic effects of each purchase or sale, 


What will the next guy do with the money or the goods? 
What more general trends is our action contributing to? 
What pattern of associated living, what values might this 
exchange reinforce? 


Every transaction is a chance for human contact, 2 social 
event, ‘Why rush by the subway or movie ticket taker 
without even a smile or nod? Recognize that money is 2 
social uid, use the moment. 


Look for opportunities to associate with others using a 
different kind of sconomic pattern. The Amish are able 


to thrive as an autonomous economy within the large 
economy; why not others too? There are various econo- 
mic forms and devices thar people have instituted short 
of the Amish example. We list some below. 


{In considering what you might do, become aware of : 
which organizations or informal groups in your area 
monitor the local economy. What is the Chamber of 
Commerce doing? The Bankers’ Association? Regional 
Planning Commission? Where does your banker drink 
coffee? Who are his cronies? Communities need de- 
liberate economic policy as they need educational and 
political procedures. Perhaps there should be a citizen's 
ad hoc group concerned with economic information and 
function. 


are the local banks responsive to area needs? Is the 
stock owned locally? Where do they invest depositors’ 
money? The effect that a bank can have on. an area by 
investing most of the money it controls outside the re- 
gion is noc hard to imagine. There are many sad ex- 
amples of a bank leaching a city neighborhood or rural 
county. One answer 10 this problem could be forming a 
credir union, where 2ach depositor is a voring member 
of the corporation, 


Another way to harness local monies for local investment 
is to form a Community Development Corporation (CDC) 
or a Local Development Corporation (LDC), The CDC 
model is a corporation not-for-profit made up of area 

esidents. CDC's raise funds through bonds, personal 
notes and bank loans ior local investment in business or 
housing... An LDC sells shares, usually to local resi- 
dents. From the sale of shares money is available for 
loans to business and to serve as partial surety on 
loans to local business from banks. 


Through the vears our buying habits have evolved to the 
point that most of us expect a discount supermarket and 
department store standard. Large stores outside of the 
local community offer variety and possibly lower price 
while sacrificing social contact with customers and at- 
tention to local commodities. Often the inventory, even 
of goods produced locally, is channeled through a central 
warehouse in some other distant‘city. Any local pro- 
ducers face the cost of transportation to the warehouse 
before their product could return for sale locally. Small 
retail shops have to compete with the giants, but why 
limit retail business to stores? 


The spread of yard sales and Hea markets seems to point 


in a healthy direction. Perhaps we are bringing back the 
market in the United States. Think about the community 
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where you live. Are there enough people who would use - 
a street marker or fair as a sales outlet? A chance co 
sell goods without the overhead costs of rent, utilities, 
wages might encourage more local independent business. 
The yard sale is in large part a recycling service for 
used items, as is Goodwill and equivalent places for sale 
of cast off goods. Formal street markets and farmers’ 
markets could be limiced to local producers and area re- 
tail stores, Thus the expansion of these different aczivi- 
ties would nor need to be a threar to existing rerail stores. 


In Chicago, the Self-Help Action Center, Inc. was organ- 
ized by underprivileged residents to toster Sood buying 
clubs. Food is bought irom small farmers and brought 
into the city for sale at iood fairs or through club orders. 
As of the spring of 1976 they had organized 250 food co- 
ops handling $22,000 each week. Their work has branch- 
ed out to include nutrition advice, helping people find 
jobs, settle child problems, and inform people of Social 
Security and welfare benefits. Since receiving publicity 
in the August 1974 READER'S DIGEST Self-Help Action 
has hosted visitors from other cities and neighborhoods 
from over the nation. You may be interested in con- 
tacting them: Self-Help Action Cenrer, 11015 Sourh 
Indiana Avenue, Chicago, [linois 60628. 


Who owns the land and housing in your locale? Has there 
been a trend in ownership changes recently? Intlacion 
makes land an attractive investment for large money 
holders, As more land is sought for purchase, prices 
go up, The assessed value for taxes zoes up in turn 
raising tax rates. This rise in tax cosc tends to force 
homeowners and independent farmers to sell. Thus 
throughout the United States large corporations and 
wealthy individuals are buying up land. As a result in 
many areas land for sale as farms or even house lots is 
scarce, Various approaches io this problem have been 
suggested. You may see possibility of one of these ap- 
proaches helping in your area. 


A community based corporation on the CDC or LDC 
model can be the vehicle for getting enough capiral ro 
compete with private land investors. 


Municipal governments are often involved in low cost 
housing and commercial developments. 


A group of people can pool their individual assets in a 
partnership or co-op fo have more purchasing power. 
Each of these means can be used ior different purposes. 
One model thar explicitly requires landholding for the 
common social good is the Community Land Trust. A 
CLT is a non-profit corporation with the purpose of 
holding land in stewardship for all mankind present and 
future while protecting the legitimate use rights of its 
residents. Land purchased through one of the various 
means we have mentioned could be put in such a trust. 

“x * *€ * * * KH KR * x * * 
During the 1930's many towns had success using local 
currencies as a supplement to the sluggish national cur- 
rency. Most effective were the demurrage stamp 
scrips on which tax stamps had to be placed in order co 
maintain their value from week to week. The current 
need for such money is discussed in the lead article of 
this Community Comments. ‘We quore here an accounc 





bv Hans Timm (cranslated by Hugo Fack), initiator of 
the Wara alternative currency along these lines that 
lasted in Germany from 1925-1931, 


The first attempt was made by Polenske at Flensburg, 
but Polenske collided with the state and had co give up 
although the money began rapidly to spread. He, (dur- 
ing the German inflation) had his money in the form 

of a check secured by gold, but to be provided with 
demurrage stamps (to be bought and put on the currency 
to keep the currency at its original face value). 


The idea of issuing a money which was a genuine 
medium of exchange and completely divorced from 
the traditional money, circulating on its own power 
as needed medium came from me. I presented ir at 
the convention to the delegates of our association, and 
found enthusiastic acclaim. 


I therefore organized the Exchange and wrote all pre- 
paratory articles, giving to the new medium the name 
of Wara--the equivalent of the ware. 


Exchange groups were established in 20-30 cities and 
lists of businesses accepting Wara were circulated. 


Many friends and helpers expanded these lists daily 
and before long in many places wages and salaries 
could be paid partly in Wara. With this the internal 
circulation within the association was replaced bv a 
circulation going far beyond our membership. Who- 
ever accepted Wara became automatically member 
of the exchange. Soon businesses in order to parti- 
cipate in the business performed by Wara put up their 
own signs, WE ACCEPT WARA. 


All attempts to stop the use of Wara legally failed. 

In vain our delegates were arraigned and subject to 
questions. In vain the local directors of the Reichs- 
bank pounded their fists on the table trying to intimi- 
date our representatives. (I remember having read 
that even banks accepted Wara, as in Hamburg---Hugo 
Fack.) 


At that time many industrial concerns were ready to 
work with Wara, for example the industrial gianr, 
Bosch-ignitions. In central Germany whole miners’ 
organizations, municipal administrations, savings co- 
Operatives, etc. wanted Wara. Wherever it went it 
displaced the iraditional money. 


"The Wara is displacing the Reichsmark’, cried the 
directors of the Reichsbank everywhere, and also the 
bankers in general. Like an avalanche it grew now. 
At this stage, Chancellor Bruening, later Harvard 
economist, stepped in and prohibited the Wara Action 
by an unconstitutional decree, i.e. by an act of vio- 
lence. 


Now the Wara miracle was not at an end yet. There 
was no obligation to redeem it, and all of the enter- 
prises had to stop its circulation, all issues of Wara 
were redeemed by us, apart from small remnants 
presented too late. Our friends sacrificed much to 
accomplish this. Apparently members having Wara 
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burnt them to help us from greater difficulties. Many 
were gathered, collected for curiosity. It was a great 
example of solidarity and comradeship amongst ex- 
treme individualists. 


The prestige of the first great attempt of free money 
was saved. The theoretically irrefutable free money 
had been successfully applied. 


An account of a successful American community issuing 
a Wara-style demurrage currency in the late 1930's is. 
presented in our Community Comments, Vol. XX, Nos. 
1-2, 


Certainly we have only touched the surface of possibilities 
for economic action in your community and region, The 
accompanying list of books and addresses may help you 

in your search. 


For information about Communitv Development Corpora- 
tions write: 

Center for Community Economic Development 

639 Massachusetts Avenue, Suite 316 

Cambridge, Massachusetts 02139 


Contact your area Small Business Adminiszration (in the 
phone book) for information about Local Development 
Corporations. 


For information about Land Trusts order from Community 
Service, Inc.: 
The Community Land Trus:, a guide ro a new model 
for land tenure in America, by the International 
Independence Institute. (See back cover for order- 
ing instructions.) 


Past issues of Community Comments have described 
economic projects in specific communities. You 
may wish to consult in particular Community 
Initiative Part Il, Vol. XX January-March 1970. 

The Community in Economic Pioneering, Voi, 22, 
No. 1. 


A Lawvers' Manual on Community-Based 
Economic Development. The National Hous- 


ing and Economic Development Law Project. 
Earl Warren Legal Institute, Univers 
California in Berkeley 1974. 
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THE EFFECTS OF UNEMPLOYMENT AND INFLATION 
MULTIPLIED BY LARGE CITIES 


In a Labor Dav meeting of 1975 the American Psvcholozi- 
cal Association heard sepa of the impacc of unemplov- 
ment and inflation on the population in terms of mental 
illness, Dhysical illness and crime, with the assertion 
that “the cost of these is greater than would be the cosi 
of programs [tO create jo obs”. 


A just published 1976 scudy of the ‘Social Costs of 
National Economic Policy” initiated by the Joine Economic 
Committee of the Unired Scares Congress (*) gives con- 
crete evidence of chis harmful impact of unemployment 
and inflation upon society bevond the immense cost of 
relief and loss of production and service. For every 
one percent increase in unemployment in the nation’s 
population this study shows there is approximately a four 
percent increase in mental hospital and prison admis- 
sions, and a5.7 percent increase in homicide. This 
effect of unemployment nas been fairly constant over 
many decades and is repeated with minor variations in 
other countries. Those elements of the population with 
the greatest unemployment, such as blacks and youth, 
are of course much che more severely afiected. The 
current eight percent rate of unemployment results in a 
third again as much insanity and criminal activiry and a 
sixth again as much illness in the general population as 
a whole. As long as these unemployed people are look- 
ing for jobs, che wage levels of the employed are de- 
pressed, and the circumstances of labor are debased. 
The backlog of unemployment is harmful to the general 
population, as was slavery in its degrading effect not 
only on the slaves, but also on the rest of the population. 
It destroys the order of society as a healthy organism. 


(*) Achieving the goals of the Employment Act of 1946-- 
Thirtieth Anniversary Review Volume I[--Employment. 
Paper +5: Estimating the social costs of National 
ic Policy, A study prepared for the use of the Joint 
Economic Commitee, Congress of che United States, 
Huber: H. Humphrey, Chairman. Prepared by Harvey 
Brenner, Ph.D., Associate Professor, Dept. of Social 
Relations, School or Hygiene and Public Health, The 
Johns Hopkins University, published by the U. S. Gov- 
ernment Printing Office, Washington, October 1976. 





ane Congressional Siudy of the Social Costs of National 
Economic Policy is of particular significance in relation 
20 Community Service studies of the environmental 
actors causing harm from large city living. In ‘’The 
Small Community, Population and the Economic Order” 
we identified che rate of murder or homicide as a 
particularly sensitive measure of stress and damage 
from large city living. About 70 percent of murders 
are becween acquaintances. Comparative homicide rates 
give objective and conclusive evidence that large city 
populations have effects on their inhabitants equivalent to 
the known effects of crowding lower animals, which shows 
up in fighting, in over development of the adrenal cortex, 
and impaired ability to bear healthy young, cumulative 
from generation to generation, 


The new studv done for the Congressional Committee 
similarly shows the rate of homicide as the most sensi- 
tive index and response to the stress of unemplovment, 
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and interprets the increase in rate of murder as a con- 


sequence of stress. 


In “The Small Community Population and she Economic 
Order’ to which we have referred, the FBI dara on cor- 
relation of size of city with different kinds of crime also 
showed 4 comparably zreater increase in homicide as 
compared with other kinds of crime. 


1969 Rares of Murder for Cities of Different Size per 
100, Pooulazion 

250,000 and over-- -- 19.2 10,000 ro 25,000 -- 3.3 
100,000 to 250,000 -- 10.8 10,099 and less --- 3.5 
50,090 ro 100,000 --- 3.9 Vural ------------ 5.9 
25,000 to 50, 000 ---- 13 suburbs --------- 4.2 


(From the sratiscical abstract of the United States) 
The rate of murder for New York and Chicago is abour _ 
40 per hundred thousand. The figures for rural areas, 
like insanity rates, show that too sparse living our of 
community is also unwholesome. 


Thus the harm from large city living is far greater even 


than that of a high level of unemployment. The two 
multiplied by each other show up in the consequences 


that our cities have recently been experiencing. 





In thac Community Comments we also gave statistical 
evidence that the populacion explosion atilicting the 

world is to a significant extent also 2 consequence of the 
same economic disorder. We demonstraced thar for 

most of humanity over most of its life on 2arth there had 
been social population controls to maintain population 
numbers in relationship to the environment, The myth 
promulgated by some demographers chat herectotore hu- 
man populations have reproduced cto their limit regardless 
of the food supply was noc characteriscic of most human 
societies. Contrary ro thac view, Malthus wrote that in 
the local primitive community the limitations of re- 
sources were “:09 glaring to escape the most careless 
thinker”. So population control under those circumstances 
was widespread. He emphasized that “these checks are 
absolutely necessary in civilized and improved countries 
as they would be if each family had a certain portion of 
land allotted to ir.” 


The population expiosion took place as the capitalist 
economic order spread and people lost control over their 
lives and circumstances. The relationship between birth- 
rate and an immediately recognizable limitation in food 
potential was gone. Unemployment upsets the responsi- 
ble relationship between reproduction and environment. 
We find a world-wide increase in birthrate of people who 
became unemployed (among a few people the reverse 
effect takes place 2nd people give up having children) be- 
cause unemployment is a disintegrater of society and of 
personality and of social and personal and family con- 
trols, (*)The dara now made available by the Congres- 
sional Committee demonstrate the character of this social 
breakdown. 


(*)During the thirries in the United States the birthrates 
of white collar workers eens 10%, of skilled workers 
30% and of the unskilled 28% when they became unem- 
ployed, wher2as the hoe of the emploved declined. 
Lorimer and Osborn, Dynamics of Population, MacMillan, 
1934, p. 64. 





The following charts and accompanying text are from 
Senator Humphrey's introduction to the Joint Economic 


Committee Study: 
v 
Table 1 


IMPACT OF A SUSTAINED ONE-PERCENT CHANGE IN UNEMPLOYMENT 


Change in the 


Secial Stress Indicator Data Period Stress Indicator 1/ 


Suicide: 1940-1973 4.1s 

Stace Mencal Sospital 

‘admissions: 1940-1971 3.4 
Males—- 4.3 
Fenales— 2.3 

Stace Prison Acnissicrs: 1935-1973 4.0 i 

Homicide: 1940-1973 5.7 

Cirrhosis of the Liver 

Morcaliry: 1940-1973 1.9 

Cardiovascular-Renal 

Disease Mortalicy: 1940-1973 1.9 

Total Mortalicy: 1940-1974 1.9 


V7 Measured aa a proportion of 


the total indicator incidence occurring 
in tne fifth vear following 


she one-percent change in uneaploymenct. 


The low relacive size of changes in these stress indicacors due to 
anemployment fluctuations is coe surprising. A bewildering variecy of 
factors influence che sencal and physical scate of contemporary society— 
many of which are far more influencial than jobless status alone. 

At the same time, this study reveals thac unemployment has a strik- 
ingly potent impact on society. Even a one-percent increase in unen- 
ploymenc, for exanple, creates a legacy of stress, of aggression, and 
of illness affecting society long into the future. In juse the sub- 
sequent five years, this study reveals thac it has a aultiplier effecc 
far exceeding the relative size of the unemployment rise. 
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Table 2 


IMPACT OF THE 1.4 PERCENT RISE 
DURING 1970 


CUMMULATIVE IN UNEMPLOYMENT 


Change in Stress Increase in 





Stress Indicator for 4 Stress Incidence 
Social “tress Tacidence 1.4 Percene Rise Due to the Rise ir 
Indicator 7 7 1975 in Unemployzent Unenploymenc 
25,960 5.7% 1,540 
State Menacal Hos- Vy 
pital Admission: 117,480 4.7 5,520 
Stace Prison 2 
Admission: 136,875 5.6 7,660 
Homicide: 21,730 8.0 1,740 
Cirrhosis of the 
Liver Morcalicy: 32,080 2.7 970 
Cardiovascular- 
Renal Disease 
Morcalicy: 379,130 2.7 26,440 
Tocal Morcalicy: 1,310,000 2.7 $1,570 


v7 T972 data, age 55 and under. 


2/ 1976 daca. 


The human tragedy alone of unemployment revealed by this study 
is shocking--shocking enough to demand a persiscent, arioricy effore 
dy Sashington policy planners ¢o reduce unemploymenc and co keep ic 
low, as well. At the same time, we can go Zurther and actach spe- 
cific monetary values to the human toll portrayed in Table 2. 


In instances of CVR disease, cirrhosis, suicide, homicide, and 
tocal sorcalicy, appropriate dollar values include foregone incomes, 
adjusted for age and sex zharacteriscics. In effect, illness and 
deatns attributed co unenploymenct reduce our Nation's resources—-our 
abilicy to produce goods and services. And, one good seasure of this 
loss is the foregone income of deceased or ill workers. Direct redi- 
cal coscs for unemployment selaced care should de incbtuded as veil. 
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ESTIMATES OF THE TOTAL EFFECTS OF 1 PERCENT CHANGES IN UNEMPLOYMENT RATES SUSTAINED OVER a SIX YEAR 
PERICD GN THE INCIDENCE OF SOCZAL TRAUMA {BASED OM THE POPULATIONS OF 2970 and 1965) 





Measures 2& Incidence =f path= Tactidence of pach 


Total Tacidence Tmeidence of Pathology 


Social Trausa ology celaced co ology veiated to of Pachology, ta 1965 relaced to 1 
i percence increase 1 percenct increase 3565 gerseac increase tn on- 
ta mesploysens Sased ta mesployceant, Sased e=ploymenc, 1960 - $$ as 
2a 1970 population on 1963 popuiacica a proportion of corel 

1965 Pathology 
2 2) By) (4) S$)-()9(4) 
Tatal Mortaiity 16,387 35,242 1,328,000 «O19 
‘dWhtces 
Males 12,360 11,366 911,000 +013 
Fesales 16,534 15,709 69$,000 023 
Nonwhices 
Males 3,529 3,599 125,000 -028 
Fesales o,isi 3,922 98,000 049 
Cardiovascular 29,249 19,223 1,000,737 +019 
Mortality 
Cirrhosis of “95 370 24,715 -019 
Liver Mortality 

Suicide 920 376 21,507 -041 

Homicide 648 616 10,712 057 

Stace Mencal 

Hospital Pires 
Adatssions* 4,227 3,065 117,483 1034 
Males 3,088 2,935 $8,917 +043 
Fenales 2159 1,120 33,566 -623 
State Prison 
Adsisstoas 3,320 2,982 76,724 2040 


AMERICAN EXPERIENCE [NX THE DEPRESSION WITH What Authorities have to say 2bour the 









EMUR? 5 Dahlberg 500k: 

HOW TO SAVE FREE ENTERPRISE. Arthur 
Stamp Scrip, Irving Fisher. Adelphi Co., New York, Dahlberg. Ine bevin-Adair Co., 1974. 
1933. 
We review this book for thoss who want io consider de- Arthur Dahlberg’s new book, HOW TO SAVE 
murrage currency in greater deptn. Stamp Scrip was FREE ENTERPRISE, has 2 title thar does 
written af a cime when many cowns in the United States not do justice co its importance, since it 
had issued their own scrip or were proposing local scrip. shows that much more than fr2e enterprise 


is ac stake. It is a major economic study, 


Fisher wroce the book in 1933 in order to encourage the written by 2 highly qualified economist. 
use of stamp scrip as 2 temporary measure 10 help move which surveys economic theory extensively 
out of the Depression. and argues the case for 2 new free market 
. : : order with such fullness, weight of argu- 
Wara currency in Germany and the experiment then in ment, and effectiveness of expression thar 


progress at Woergeal, Austria, are described, @s are Cur- the economics profession and the world of 
rency issues in eighteen U.S, towns.* Unfortunately for business and government could easily be 


us information in the book is largely limited to what had spurred by it ro advance into a new era of 

just been started. Fisher did not have past experience economic thought and practice. 

in the United States to reporton. We have not found 3 < 

follow-up study. The present free market order is not in 2 
healthy condirion. Why are unemployment 

In a chapter cirled “A Stamp Scrip Manual for Localities” and inflation necessary to the mechanics of 

Fisher outlines the way to proceed in issuing your own the free socierv as we now «now it? The 


currency on his model. 2 advocates scrip that is issued free world cries for an answer co that crucial 
for one year at the end of which each note is redeemed at question. Dahlberg faces up :o it squarely. 


face value in U. S. dollars. Each Wednesday a stamp He vividly and convincingly reveals that both 
that costs 2% of the face value must be stuck on the bill evils are built into our free market mecha- 
before ir can be used in the succeeding week. At this nism bv certain erroneous and overlooked 
rate of stamp charge the currency issue will have paid arrangements which could easily be rectified. 


for itself ar a year’s end. Fitty-cwo weeks at two cents 
on the dollar, per week, makes $1.04 in stamp charges. All capitalise countries today have pro- 
Generally the municipal government and Chamber of Com- gressive inflation, and practically all recog- 
merce would organize the issue, the city agreeing to nize that such inflation is the alternative to 
accept scrip ior tax payments and perhaps paying labor severe unemployment. They know from ex- 
in scrip for a major public works project. perience that to have a market active encugh 
A : : to give full employment results in runaway 
Appendices to the book include the text of bills proposed inflation, and that to stop inglacion results in 
to Congress and che Pennsylvania State Legislature, drastic unemployment. That is che quandary 
sample wording for forms and promotional literature to which Dahlberg has given his persistent 
needed in launching a local currency and a report on attention. 
Reading, Pennsylvania's stamp scrip. 


“Hawarden, Rock Rapids, Albia, Nevada, Pella and 
Eldora, fowa; Evanston, Illinois: Russell, Kansas; 
Granite Falls and Jasper, Minnesora: Lexington, 
Nebraska: Enid, Oklahoma; Merced and Anaheim, 
California: Dothan, Alabama; Reading, Pennsylvania. 
Fisher was not aware of the use of a comparable seignior- 
age tax on local currencies during the Middle Ages. Nor 
does he discuss or appear to be aware of the possibility 
of stamp scrip as a permanent monetary reform. There 
is no discussion of the rate of demurrage. Successful 
European precedent was 12% each year rather than 
Fisher's 104%. These omissions are disappointing. The 
book should be read (if you can find it!) with Griscom 
Morgan's work* in mind, However, Stamp Scrip is 
valuable as a reminder of the precedents for monetary 
reform sec by many towns in the United States. 


In 1944, Dahlberg organized the widely 
known U.S. Economics Corporation, and 
for twenty-five years was a consultant to 
managers of America's very largest corpo- 
rations. Concurrently, for over twenty 
years he has been Director of the Visual 
Economics Laboratory of Columbia Uni- 
versity. Thus his immersion in the acade- 
mic world has been extensive, and his com- 
petence tested and proved in the market 
+ place. 


How to release fully the productive capaci- 
ties of our men and machines, how to 
stabilize prosperity, how to improve the 
distribution of income to the benefit of 
employees without price inilation, how to do. 


*Community Comments "The Simplicity of Economic all this under the economists’ iceal of 
Reality’, Vol, XX, NO. 4 and “Community Policy and effective regulation with a minimum of 
Initiative Necessary to Rural-Urban Balance and governmental regulation is the theme ot 
Economic Well-being”, Vol. XX, Nos. 1-2. this book, 


ATTENTION PLEASE! 
Look at your address label. 


You can tell when your membership expires by looking at the three digit number at 
the upper right-hand corner of your mailing label. The first two digits are the 

month and the last is the year your subscription expires. Some of you did not re- 
new your membership and/or subscription in 1976, If the last digit is 6, it means 


your subscription has expired, Please renew your subscription now if you wish to 
continue receiving our Newsletter/Comments, 


Another thing which would help us save time and money would be if you would let us 
know by post card of your change of address, The post office charges us 25¢ to 
inform us of each change and vou may not be receiving your Newsletter. We 
appreciate your co-operation in these matters, 





YOUR MAILING ADDRESS AND BILLING 


If there are errors on your mailing label or in our billing, please send the old 
label, plus corrections, and the facts of prior billing to us. 


CONSULTATION 


Community Service makes no set charge for consultation services formal or in- 
formal, but can only serve through contributions and memberships of its friends 
and those it helps. Our budget is at present $18,000 a year. We look forward to 
expanded activity, dependent upon increased contributions, For consultations we 
suggest a minimum contribution equal to that of the user's hourly wage for an hour 
of our time. 


Books from Community Service 


GUIDEBOOK FOR INTENTIONAL 
COMMUNITY edited by Community Service, 
Inc. 
Includes “Intencrional Community Econo- 
mics”, with discussion of the internal and 
external economies and land trusts, 
1977 39 pp paper/S$2,00 


HOW TO SAVE FREE ENTERPRISE 

by Arthur Dahlberg 
“Economics has fallen on evil days, It 
has no agreed-upon ways for resolving our 
economic troubles... Back to the drawing 
boards for better answers... HOW TO SAVE 
FREE ENTERPRISE does present a better 
answer," (quoted from Victor Szeliski, 
Economist) 
1974 346 pp cloth/S9.95 


CAPITALISM'S DEFECTIVE MEDILM OF 
EXCHANGE by Arthur Dahlberg 
A succincr digest of the book How to Save 


Free Enterprise , with graphics. 
On the presses now paper/$1,00 


THE PEOPLE'S LAND, a Reader on Land 

Reform in the United States 

edited by Peter Barnes 
Historical perspectives of land ownership 
and use. aA discussion of food, farms, and 
tachnology; water and energy: taxes; small 
rowns and rural poverty; co-ops; commu- 
niry land trusts and land reforms, 
1975 259 pp paper/$6.95 


---Prepay all orders 


---Ohio residents add 4.5% sales tax 


Community Service, Inc. 
Box 243, Yellow Springs, Ohio 45387 
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THE COMMUNITY IN ECONOMIC 
PIONEERING by Griscom Morgan 
Political theorv of 2 new economic order 
relating to the small community, Case 
example of a ghetto group. 
1973 27 pp paper/S1.50 


THE SIMPLICITY OF ECONOMIC REALITY 
by Griscom Morgan 
Non-inflationary full employmenc through 
ataxed currency. Historical evidence and 
theory. Reveals economic forces that 
today, as in past civilizations, destroy 
social health. 
1972 42 pp paper/S1.50 


COMMUNITY POLICY AND INITIATIVE 

by Griscom Morgan 
Includes: ‘The Community's Need For An 
Economy", "Operation of a Community 
Exchange”, "Life Insurance and the Com- 
munity Economy”. ; 
Two parts: 30 pp and 21 pp paper/S1.75 


THE COMMUNITY LAND TRUST: A New 

Model for Land Tenure in the United Scares 

by the Inrernational Independence Institute 
The nature and uses of the Community 
Land Trust, with background in Israeli and 
American land holding methods, Includes 
documents of trust agreements and sug- 
gested procedures. 
1972 117 pp paper /$3.50 


---aAdd 10% of list price for postage and 
handling 


---75é minimum; 52,50 maximum on postage 
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